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BRIEF ON EXCEPTIONS OF 
CENTRAL ILLINOIS LIGHT COMPANY 

Now comes Central Illinois Light Company (“CILCO” or “the Company”), pursuant 

to 5200.830 ofthe Illinois Commerce Commission Rules ofpractice, 83 IlLAdm.Code $200.830, and 

herewith submits its Brief on Exceptions to the Hearing Examiners’ Proposed Order, dated December 

22,2000, (“Proposed Order”) in the above-captioned matter. 

I. SUMMARY OF CILCO’S POSITION 

CILCO’s witnesses advocated adjustments to the wholesale market indices to reflect 

load uncertainty characteristics ofretail markets; planning reserve requirements and capacity- backed 



source requirements to obtain network transmission. CILCO also supported Commonwealth Edison’s 

twice a year Market Value updates over Illinois Power’s monthly updates. These exceptions focus on 

the Proposed Order’s conclusions regarding adjustments for planning reserves and capacity-backed 

requirements. Other adjustments or criticisms offered by other parties may also be appropriate, and 

CILCO’s silence on a particular issue should not be construed as either supporting or opposing a 

particular position. 

II. PRICING AND MARKET DEFINITION RELATED ISSUES (V.C.2.) 

A. PLANNING RESERVE ADJUSTMENT 

The Propose Order correctly determines that the Ameren and Illinois Power market 

index tilings should be adjusted to account for planning reserve requirements to obtain the network 

transmission for serving retail customers in their service territories. While the costs of the planning 

reserves would have been taken into account by retail suppliers when quoting a price to retail 

customers, market values reflected in firm energy only indices do not incorporate these costs. CILCO 

Ex. 1 .O, pp. 1-3. However, the Proposed Order erred by proposing a static $0.61 adjustment rather 

than the 15 per cent adder supported by CILCO. The CILCO testimony cited in the Proposed order 

was merely an example ofhow the 15 per adder would be applied. The $0.61 was calculated by taking 

15 per cent of $4.07. The static $0.61 adjustment will obviously be far less that the cost of providing 

a 15 per cent planning reserve during times when the market index is significantly greater than $4.07 

per megawatt-hour. 

The Proposed Order also erred in accepting Ameren’s proposal to increase the market 

value by the amount taken from its OATT schedule 4A. The OATT charge applies only when Ameren 

incurs a net under delivery and even then under limited circumstances. CILCO has not been convinced 
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that these limited charges can be equated to a constant, around the clock, additional 15 per cent cost 

of securing planning reserve for the network transmission service needed to supply retail customers. 

Planning reserves are not obtained only for the limited occurrences in a month that trigger the OATT 

schedule 4A charges, but rather must be secured in advance for every hour of every day. 

The Commission should substitute the following replacement language for the Proposed 

Order’s conclusion appearing at pages 122-123: 

It has been suggested by some parties that Ameren and IP could avoid such an 
adjustment to market value by accepting marketer firm products without requiring 
additional planning reserves, as ComEd does. As noted above, ComEd does not require 
planning reserves; instead it accepts financially firm agreements such as those traded 
on the electronic exchanges to serve as a designated resource. Alternatively, Ameren, 
which requires a planning reserve, but does not accept financially firm agreements to 
serve as designated resources, agrees that an upward adjustment to market values 
derived from financially firm agreements is appropriate. A 

On this issue, IP argues that it does not require planning reserves; however, 
other parties have asserted that IP does, in fact, require planning reserves. IP also 
argues that the financially firm agreements such as those traded on the Abrade and 
Bloomberg electronic exchanges include the cost of planning reserves, even though 
several other parties, including Ameren, suggest this is not the case. The Commission 
believes that Staff captured the essence of this issue when it stated, “Either a planning 
reserve requirement is just and reasonable (Ameren’s view) or it is not (IP’s view), 
depending on whether the Altrade and Bloomberg Powermatch prices exclude or 
include, respectively, a component for reserve margin costs.” Of course, this assumes 
that the utility does not accept fmancially firm agreements as a designated resource. 

Inasmuch as IP has suggested that it does not require a planning reserve if a 
RES uses financially firm agreements to meet retail load (See IP brief at 21), the 
Commission proposes that IP modify its tariffs to explicitly set forth such information. 
Given that IP has the statutory authority to reject a Commission proposed modification 
to its tariff and instead return to the NFF to establish market values, the Commission 
offers an alternative proposal to IP. In the event IP declines to modify its tariffs to 
accept financially firm agreements to meet retail load without requiring planning 
reserves, then the Commission proposes that IP adjust upward its market value 
calculations to reflect costs associated with acquiring planning reserves. In that event, 
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the Commission proposes that IP increase the market value of power and energy by 
$15 aer cent as recommended by CILCO witness Lancaster 
to reflect the cost associated with acquiring planning reserves. (See CILCO Ex. 2.0 at 
-5). Ameren should also increase the market value ofpower and energy bv IS DW 
cent if it does not modifv its tariffso that vlanninp reserves are not reauired if a RES 
uses financiallv firm agreements to meet retail load. 

B. CAPACITY-BACKED ADJUSTMENT 

CILCO proposed that the market indices upon which the Illinois Power and Ameren 

tariffs are based should be adjusted further to account for the capacity-backed retail product costs that 

are not captured in firm-energy only products. Illinois Power and Ameren NITS applications require 

retail suppliers to point to specific units or system supply. The higher costs to supply this capacity- 

backed product would not be reflected in the marketer firm products which comprise the market value 

indices proposed by Ameren and Illinois Power. Based upon a typical commercial and industrial 

customer load profile for a calendar year, the cost of the energy only component of a retail product was 

$35.12 per MW, and the actual additional cost to acquire a capacity-backed product was $4.07 per 

MW. CILCO Ex. 2.0, p. 5. To reflect the market value of capacity-backed retail products, the market 

value indices should be adjusted by $4.07 per MW initially, with a provision for annual review by the 

Commission to reflect any changes in the developing market for capacity. Ameren was not opposed 

to the inclusion of a component to reflect the “transmission requirement” ofregulatory capacity in the 

Ameren tariffs. Ameren Ex. 5.0, p. 7. Again, this adjustment would not apply to Edison, since it does 

not require a capacity-backed product to serve retail customers in its service territory, and Illinois 

Power could avoid the adjustment by adopting a practice similar to Edison. 

The Proposed Order erred in determining the record does not support a capacity-backed 

adjustment. First, the Proposed Order has mistakenly concluded that CILCO has assumed that because 
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prices on the electronic exchanges do not explicitly state a separate capacity charge, it is an energy 

only value. CILCO made no such assumption. In fact, CILCO’s witnesses specifically corrected their 

pre-filed written testimony to make explicit that they recognized that the proposed market indices 

reflect “tirm” products. The designation of a capacity-backed resource (“iron in the ground”) is an 

additional requirement, over and above the financially firm contracts, that Illinois Power and Ameren 

impose upon retail electric suppliers in their service territories. Edison does not impose such a 

requirement, so the Proposed Order is also in error when it states “all three utilities use the data from 

the electronic exchanges in the same manner.” HEPO at p. 124. In fact, Edison accepts financially 

firm products backed only by liquidated damages for providing network transmission to retail electric 

suppliers, whereas Ameren and Illinois Power will not accept liquidated damage products without 

designation of iron in the ground. CILCO testimony showed that for a typical commercial and 

industrial customer load profile, the actual additional cost to acquire a capacity-backed product was 

$4.07 per MW. 

The Commission should reject the Proposed Order’s conclusion, and the following replacement 

language should be substituted for the Proposed Order’s conclusion appearing at page 124: 

The Commission concludes the market indices uvon which the IP andAmeren 
tariff are based should be adjusted further to account for the cam&v-backed retail 
product costs that are not cavtured in marketer-firm, liauidated damages vroducts. 
IP and Ameren NITS avvlications reauire retail suvvliers to voint to svecific units or 
svstem suvvlv. The higher costs to suvulv this cauacini-backed vroduct would not be 
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reflected in the marketer firm products which comprise the market value indices 
proposedbv Ameren andIP. In the event IP andAmeren decline to modify their tariffs 
to accept financiallv firm apreements to meet retail load without reauirinp retail 
suupliers to point to specific units or system supply, then the Commission proposes that 
IP and Ameren adiust uvward their market value calculations to reflect costs 
associated with caucitv-backed products. In that event, the Commission nrovoses that 
IP andAmeren increase the market value ofvower and enern bv $4.07per megawatt- 
hour initiallv as recommended bv CILCO witness Lancaster. (See CILCO Ex. 2.0 at 
51. The comvunies retain the ripht to seek modification of this adjustment to reflect 
anv changes in the develovina market for capacity This adiustment would not apnlv 
to Edison, since it does notreauire a cavacitv-backed product to serve retail customers 
in its service territorv, and IP and Ameren can avoid the adjustment bv adopting a 
practice similar to Edison. 

Ill. TIME PERIOD AND NOTICE RELATED ISSUES (V.D.1) 

CILCO sought to have the Commission propose a modification to the Illinois Power proposal, 

which would update the market value on a monthly basis, to follow the Edison and Ameren tariffs, 

which propose to update only twice per year. Under Illinois Power’s proposed tariffs, customers 

would be allowed less than two weeks to make decisions to switch suppliers. Based upon CILCO’s 

experience with customers, two weeks is insufficient time for the customer or supplier to examine the 

numbers, negotiate a contract and proceed through business decision making channels. CILCO Ex. 

3.0, p. 5. The Proposed Order would alleviate CILCO’s concern by proposing that Illinois Power 

“expand the decision window by moving the index sampling intervals back one month as proposed 

by Unicorn witness Braun.” HEPO p. 127. If Illinois Power does not follow the Edison and Ameren 

proposal to update only twice per year, CILCO supports the Proposed Order’s condition on approving 

the 12 month rolling average methodology. 

IV. CONCLUSION 

WHEREFORE, Central Illinois Light Company respectfully requests the Commission revise 
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the Hearing Examiner’s Proposed Order in accordance replacement language set forth above, for the 

reasons set forth herein. 

CENTRAL ILLINOIS LIGHT COMPANY 

R” @(&QQq 

-2 

One of Its Attorneys I,, 

Edward J. Griffin (ejg@defrees.com) 
W. Michael Seidel (wmseidel@defrees.com) 
DEFREES & FISKE 
200 South Michigan Avenue 
Suite 1100 
Chicago, Illinois 60604 
3 121372-4000 (voice) 
312/939-5617 (facsimile) 

-7- 



DOCKET NOS. 00-0259: 00-0395 & 00-0461 (cons. 

Larry Jones, Hearing Examiner 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 

Sherman Elliott 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 

Roger Christ 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 

Bruce Larson 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 

Richard Zuraski 
Illinois Commerce Commission 
527 East Capitol Avenue 
Springfield, IL 62701 

John J. Reichart, John C. Feeley & 
Steven G. Revethis 

Illinois Commerce Commission 
160 N. LaSalle Street 
Suite C-800 
Chicago, IL 60601-3104 

Christopher W. Flynn, Paul D. Ruxin & 
Holly D. Gordon 

Jones, Day, Reavis & Pogue 
77 West Wacker 
Chicago, IL 60601-1692 

Philip R. O’Connor & Kennan Walsh 
NewEnergy Midewest, L.L.C. 
29 So. LaSalle Street - Suite 900 
Chicago, IL 60603 

Leijuana Doss 
Assistant State’s Attorney 
Environment & Energy Division 
69 W. Washington Street, Suite 700 
Chicago, IL 60602 

David I. Fein & Karen S. Way 
Piper, Marbury, Rudnick & Wolfe 
Suite 1800 
203 N. LaSalle St. 
Chicago, IL 60601-1293 

Edward C. Fitzhenry& Eric Robertson 
Lueders, Robertson & Konzen 
1939 Debnar Avenue 
P. 0. Box 735 
Granite City, Illinois 62040-0735 

Gerard T. Fox, James Hinchliff, Mary 
Klyasheff & Timothy P. Walsh 

Peoples Energy Services Corp. 
23rd Floor 
130 E. Randolph Dr. 
Chicago, IL 60601 

Robert Ivanauskas 
Citizens Utility Board 
Suite 1760 
208 S. LaSalle St. 
Chicago, IL 60604 



SERVICE LIST 
DOCKET NOS. 00-0259: 00-0395 & 00-0461 (cons. 

PAGE 2 

Heather Jackson 
Hopkins & Sutter 
Three First National Plaza 
70 West Madison Street - Suite 4100 
Chicago, IL 60602 

Ronald D. Jolly & Alan Neff 
Asst. Corp. Counsel-Litigation Division 

City of Chicago 
30 North LaSalle Street - Suite 900 
Chicago, IL 60602-2580 

Joseph H. Raybuck, Esq. 
Ameren Services Companys 
1901 Chouteau Avenue 
P. 0. Box 66149 
St. Louis, MO 63166-6149 

Michael S. Gillson, Manager 
Union Electric Company 
500 E. Broadway 
East St. Louis, IL 62201 

Freddi Greenberg 
1603 Orrington Avenue 
Suite 1050 
Evanston, IL 60201 

Steven R. Sullivan, Vice President 
Ameren Services Company 
One Ameren Plaza 
1901 Chouteau Ave. 
P. 0. Box 66149, MC 1300 
St. Louis, MO 63166-6149 

Joseph L. Lakshmanan, Esq. 
Illinois Power Company 
500 South 27”’ Street 
Decatur, L 62521-2200 

Susan M. Landwehr 
Director, Government Affairs 
Enron Energy Services, inc. 
900 Second Avenue South, Suite 890 
Minneapolis, MN 55402 

D. Cameron Findlay, Sarah J. Read & 
Courtney A. Rosen 

Sidley & Austin 
10 South Dearborn Street 
Chicago, IL 60603 

E. Glenn Rippie 
Commonwealth Edison Company 
125 S. Clark Street 
Chicago, IL 60603 

R. Lawrence Warren 
Senior Illinois Attorney General 
100 W. Randolph Street 
12s” Floor 
Chicago, IL 60601 

Koby A. Bailey 
Director of Regulatory Affairs 
NICOR Energy, Inc. 
P. 0. Box 3014 
Naperville, IL 60566-7014 



SERVICE LIST 
DOCKET NOS. 00-0259: 00-0395 & 00-0461 (cons. 

PAGE 3 

A. Robert Lasich, Jr. 
MidAmerican Energy Company 
800 Ruan Center 
666 Grand Avenue 
Des Moines, IA 50309 

Michael J. Sheridan 
CMS Marketing, Services & Trading Co. 
One Jackson Square, Suite 1060 
Jackson, MS 49201-1406 

Craig Sieben 
Sieben Energy Associates 
401 N. Wabash Avenue 
Suite 536 
Chicago, IL 60602 

Rebecca J. Lauer 
ComEd 
P. 0. Box 805398 
Chicago, IL 60680-5398 

Daniel D. McDevitt 
Gardner, Carton & Douglas 
321 North Clark Street 
Suite 3400 
Chicago, IL 60610 

Steve Walter, City Planner V 
Department of Environment 
City of Chicago 
30 North LaSalle Street - Suite 2500 
Chicago, IL 60602-2580 

Chris Olsen, Vice President 
Illinois Power Company 
500 South 27”’ Street 
Decatur, IL 62521-2200 


